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UNITED STATES DISTRICT COURT 


EASTERN DISTRICT OF NEW YORK FIME A.M wesaarnmnvent 


JNDEPENDENT INVESTOR PROTECTIVE LEAGUE, 74 CiViL 880 


ET AL., 
JUDGE BRUCHAUSEN 


Piainti ffs, 
-against- 
INTERSTATE STORES, INC,, ET Al., 


Defendants. 


FIRST INTERROGATORIES TO DEFENDANT 
en SOL W, CANTOR 
The following Interrogatorie® are submitted to 
the Defendant SOL W, CANTOR, to be answered fully and tom- 
pletely under oath within thirty days from the dte of the 
sarvice of these interrogatories upon you. The Interrogatorles 


are, as follows: 


1, Did the Defendant SO0i W, CANTOR fake any 
public announcement that in December 1973 the trade credit of 


the Defendant INTERSTATE STORES, INCywas cut off, 


affirmative, set forth the details of such announcement, 


3, Did the Defendant SOL W, CANTOR Inform the 


| 
| 
2, \f the Answer to interrogatory "I" Is In the : 


Defendant MESHULAM RIKLIS that thestrade credit of the Defendant | 
INTERSTATE STORES, INC, was cut off In December 1973. 


O 


u, if tne Answer to Interrogatory '3" is in the 
affirmative, please set fourth the details of such Information 
and the manner In which it was given, 

5S, Did the Defendant SOL W, GANTOR sell any 
“tock, bonds or other security of INTERSTATE STORES, INC, 
from December 1973 to May 1974. 

6. If the Answer to Interrogatory "5" Is in the 
affirmative, please set forth, with respect to each of such 
sale, the number of shares involved, the number of bonds 
Involved, the sale price and the date of such sala, 

7, Did any firm, corporation, trust or 
association controlled by the Defendant SOL W, CANTOR sell any 
stock or bonds of INTERSTATE STORES, INC, between December 1973 
and May 1974, 

8. If the Answer to Interrogatory "7 |e In the 
affirmative, set forth, with respect to each of such sale, the 
date thereof, the amount received for such stock or bonds and 
the numb-r of ste res of stock Involved or the face amount of 


said bonds involved, 


Dated: October 23, 1974 Yours, etc, 


BADER and BADER 
Attorneys for Piaintiffs 


« By: ) Uab iy 


» Walton Bader 
274 Madison Avenue 
New York, WN,Y, 10016 


| 


6 Telephone: (212) LE 2-6860 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORS 


SYLVIA SACKS and BENJAMIN M, SACKS, individually 
as joint tenants, DONALD W, HAGELE, 

individuei.y and as représentatives and Class 

Members of Stockholders of INTERSTATE STORES, INC, 

who purchased their sheves subsequent to 

Cheistmes 1973, ROBERT G, MORRIS, Individually, 

ROBERT G, MORRIS, MARIKAY MORRIS and 

J, BRECK TOSTEVIN, as Trustees for 

ROBERT G, MORRIS DDS INC, EMPLOYEES PENSION 

TRUST, BABETTE KENT, Individually, JEROME KENT and 

BABETTE KENT as Joint tenents, JEROME KENT, 

individually, and MORRIS L, JANOVITZ, 

individually and as representetives and Cless 

Members of Bondholders of INTERSTATE STORES, INC. 

who purchased their bonds subsequent to 

Christmas 1973, and in behalf of all other persons 

similarly situated and circumstenced, 


Plaintiffs, 
-againste- 


INTERSTATE STORES, INC,, SOL W. CANTOR, 

$.0, LEIDESDORF & CO,, @ partnership, MERSHULAM 
RIKLIS, HERBERT 8, SIEGEL, CHARLES P, LAZARUS, 
ALBERT PARKER, SAM J, ABEND, WALTER A, CRAIG, 
SAMUEL HAUSMAN, M, LESTER MENOELL, EDWARD C, 
SCHENKEL, HAROLD J, $Z0L0, ROBERT C, VAN TUYL, 
end "JOHN DOE" and "RICHARD ROE", the names 
“JOHN DOE" and “RICHARD ROE" being fictitious, 
the parties Intended being those individuals, 
flrms, corporations and assoclations who obtained 
material non-public Information to the effect 
that tn Christmas 1973 the sald INTERSTATE 
STORES, INC, was ‘devoid of credit" and who 
either utilized this Information for Its own 
account or transmitted it to third parties who 
uttliized this information for thelf own @ccount, 


Defendants 


eeaneeene PPP TTT TT UL eal 


7 


CiViL ACTION 
24 Civ 889 


JUDGE 
BRUCHHAUS 


EN 


AMENDED 
COMPLAINT 


' 


AMENDED COMPLAIN 


Ee nena 


COUNT _ONE 


Piahtiffs, for their Amended Complaint herelh, 


respectfully shows to this Court and allege: 


1, Plaintiffs SYLVIA SACKS and BENJAMIN M, 
SACKS are Citizens and residents of the State of Florida 
having a residence at 2626 Dudley Drive East, Palm Beach, 
Florida, 

2, Plaintiff DONALD W, HAGELE is & Citizen 
and resident of the Staté of iilinols, residing at 1810 S$, 
Elmwood Avenue, Berwyn, Illinois. 

3, Plaintiff ROBERT G, MORRIS is @ citizen 
and resident of the Stete of California, residing at Carmel, 
california, 

4, ROBERT G, MORRIS ODS, INC, EMPLOYEES 
PENSION TRUST Is @ Trust located at Carnal, California, 

5, Plaintiffs JEROME KEXT, BABETTE KENT and 
MORRIS L, JANOVITZ are Citizens and residents of the State 
of Florida, 

6, The Plaintiffs have purchased and sold 
securities of the Defendant INTERSTATE STORES, INC., as fol lows: 
WAME OF PLAINTIFF SECURITY DATE OF PURCHASE PRICE 

PURCHASED —_— PURCHAS 
wei as oe ee ee ee 
as joint tenants stock 


INTERSTATE 
STORES, INC, 


NAMc 


SECURITY 


oF 
PLAIN | FF _______ PURCHASED 


BENJAMIN M, SACKS 
and 

SYLVIA R, SACKS 

as jolnt tenants 


DONALD W, HAGELE 


DONALD W, 


DONALD W, 


DONALD W, 


OCNALD W, 


DONALD W, 


500 shares 
common stock 
INTERSTATE 
STORES, INC, 


2000 sheres 
common stock 
INTERSTATE 
STORES, INC, 


5000 shares 
common stock 
INTERSTATE 
STORES, INC, 


5000 shares 
common stock 
INTERSTATE 
STORES, INC, 


300 shcres 
common stock 
(MTERSTATE 
STORES, inc, 


2000 shares 
commoh stock 
INTERSTATE 
STORES, INC. 


S000 shares 
common stock 
INTERSTATE 
STORES, INC. 


5000 shares 
common stock 
INTERSTATE 
STORES, INC, 


OF 
PURCHASE _ 


April 4, 1974 


Feb, 20,1974 


March 19,1974 


April 3, 1974 


Jan, 30,1974 


May 23,1974 


April 23,1974 


May 23,1974 


ar 


PRICE 


AE A 


$} 1/4 per 
share 


$2 1/2 per 
share 


$2 per share 


$1 3/4 per 
share 


$2 7/8 
per shéere 


$10/32 


$10/32 


SE EE ERR ITS TS 
‘MR? ee SES ET 
Ese es eee = ee : 


7. This Count erisee under the Securities 
Exchange Act of 1934 and this Lourt sc :ires jurisdiction 
pursuant to Section *7 thereof (15 - /8aa). 

8, The spasific sections of the Securities 
Exchange Act of 1934 cle'med to be violated by the Defendents 
are Sections 9, 10(b), 13,18, 20 and 15 (15 USC 781, 15 usc 78)(b), 
15 USC 78m, 15 USC 78r, 15 USC 78t and 15 USC 780), The 
Defendants have also violated the applicable Rules and 
Regulations of the SEC applicable to the matters Involved 
herein, and In particular Rule i0b-5 and items 6, 4 and 13 
of the Rules and Regulations of the SEC relating to the filing 
of Form 8-K, 

g, The Defendant $, 0. LEIDESDORF & CO, 
Is, on Information and bellef,a partnership having ef offices 
and place of business at 125 Park Avenue, New York, MN, Ye { 
This Defendant had knowledge of the acts invoived here!n but | 
-ailed to make the appropriate disclosure, all to the damage | 
of the Plaintiffs SACKS and the Class that they represent, 

10, Defendant INTERSTATE STORES, INC, lb, 
on Information and bellef, a corporation duly organized and 
existing under the Léws of the State of Delaware having Its 
offlce end principal place of business at 111 Eighth Avenue, 


New York, W. Y. 10011, This Defendant Is In Chapter X pros 


ceedings under the Bankruptcy Act, A stay of all actions hes 


10 


bean entered by the Bankruptcy Court, however, nis & 

is made a Defendant to avoid the running of the Statute of 
Limitations egainst any claims that the Plaintiffs and the 
slasses tiat they represent may heave, 

11, Defendant SOL W, CANTOR was, at the 
time of the acts alleged herein, Chairman of the Board of 
Directors of the Defendant INTERSTATE STORES, INC, and was 4 
“controlling person" 2s defeined by the Securities Acts, 
Defendant CANTOR was, and still is, @ resident of the Eastern 
District of Mew York, 

12, Defendants SIEGEL, LAZARUS, PARKER, 
ABEND, CRAIG, HAUSMAN, MENDELL, SCHENKEL, SZOLD, and VAN TUYL 
werd, and still ere, diractors of the Defendant INTERSTATE 
STORES INC, and are "controliing persons" as defined by the 
Securities Acts, 

| 13, The Securitids involved in this sult 
ere the Common Stock of the saic INTERSTATE STORES, ING, and 
the sertes of 4% SUBORDINATED CONVERTIBLE DEBENTURES of 
INTERSTATE STORES, INC, These are Ngecurities' as set forth 
In. the Securities Acts cf the United States, 

14, The securities Involved herein have 
been sold in interstate eos tree and through the medium of the 
matte snd are subject to the provisions of the: Securities Acts 


of tite United States, 


| 


to make the materla! nonspublic information with respect to 


loss of trade credit generally known to the public, did méke 
such information known to various favored indivicuels, firms, 
corporations, associations and trusts, Thess pa~ties then 
sold their holdings of INTERSTATE STORES, INC, stocks and 
bonds to. the unsuspecting members of the puslic including the 
Plaintiffs herein, 

20, On information and belief, subsequent ! 
te December 1973, the Defendant RIKLIS either difectly or 
Indirectly, made substantial sales of securities of 
INTERSTATE STORES, INC, while knowing the materiel! non-public 
information that the trade credit of INTERSTATE STORES, INC, 
had been cut-off, 

21, Subsequent to December 1973, on 


! 


information and bellef, the Defendants knew that the proposed | 


"marger'! with MCCRORY CORP, on the part of INTERBTATE STORES, INEG 
was not gding to take place by reason of the poor financial 
condition of the Defendant INTERSTATE STORES, INCy This 
informetion was not revealed to the publie until considerably 
later but it was known to the Defendents herein, 

22, In May 1973 the seid INTERSTATE 


| 


STORES, INC, commenced Bankruptcy Proceedings (73 6 614 et, sea,) 


the United States District Court for the SoutherA Oleeriet 


of New York, On Information and bellef, the Defendents 
is 


15, About December 1973 the trave credit 
of the Defendant INTERSTATE STORES, INC, which invelved, on 
tnformation and belief, ail of the normal credit terms ulven 
by suppliers to customers Upon delivery of merchandise, was 
cut off by al! suppliers of the said INTERSTATE STORES, INC. 
so that this Oafendant was put on 4 "C,0,0,"' basis by al! of 
its suppliers, The Defendant SIEGEL In a statement made in 
opén Court In connection with the Bankruptcy proceedings ine 
volving said Defendant INTERSTATE STORES, INC, stdted that this 
ft¥m had become "devoid of credit’ prior to Christmas 1973. 

16, The aforesaid loss of trade credit 
was known or should have been known to the befendent 
$b, LEIOESOORF & CO. the accountants for the Defendant 


INTERSTATE STORES, INC, and said accountants further failed 


to file the required SEC 8+K report with respect to such event, | 


17, The aforesaid Information is further 
material non-public information which, under the appropriste 
Securittes Act provistons, /|s requiréd to be promptly disclosed 
to the public since it would have a material adverse effect on 
the sale of the Securities of INTERSTATE STORES, 1aC. 

18, On Informacion and bellef, the said 
information was also knowt to the Defendant RIKLIS. 
19, Since December 1973, On informet lon 


and belief, the Defendants herein, In addi’ - to their fallure 
13 


herein knew 43 early as December 1973 that sucn Bankruptcy 
Proceedings would huve to be commenced, 

23, On Information and pelief, the said 
information adverse to the position of INTERSTATE STORES, INC. 
was communicated by the Defendants to various third sarties 
who, in reliance upon said information, sold @ considerable 
volume of Securities of the sald INTERSTATE STORES, INC, 
which would not have been so sold and purchased by members of 
the General Public who had no knowledge of the said adverse 
information, 

24, On tnformation and bellef, the result 
of sald Improper disclosure of adverse Information has been 
in. unjust enrichment of diverse persons and the severe loss 
to the Plaintiff SACKS and the Members of the Class thet he 
represents, 

25, In the alternative, since the Securl- 
ties of the said INTERSTATE STORES, INC, are now worthless, 
=he Class Members herein ere entitled to a refund of the 
purchase price thereof as provided in the Securities Acts. 


26, This action has beef brought within 


three years of the date of the violations alleged end within . 


one year of the discovery of such violations, These violations, 


were discovered in the course of a Court Hearing before \ 


HON, JUDGE CANNELLA of the United States District ¢ourt 


14 


| 
| 


for the Southern District of New York on June 6, 1974, 
27. This suit, being a Class Action, the 
Following set forth the required Class Action Allegations: 

\, The Class consists of the 
purchasers of the common stock of INTERSTATE STORES, INC, 
subsequent to the time that the sald INTERSTATE STORES, IWC, 
became "devoid of credit" in Oevember 1973 and until! the filing 
by the sald INTERSTATE STORES, INC, of a Petition in Bankruptcy 
in May 1973. The Plaintiffs SACKS aré Members of this Clas 


2, The number of Members of this 


Class are not known with particularity but are believed to be 


in, the neighborhood of Three Thousand individuals, firms, 


corporations and/or associations, 


28, The Plaintiffs SACKS are competent to 
represent this Class, These Plaintiffs will engegée to pay the 
cost of Ciass Notice, 

29, The Class Is too numeréus to be joined In 
this ection, 

$0, There are questions of jaw or fact common to 
the Cless which include (a@' The requirement on the part of 
the Defendants to file the appropriate 8+K SEC Report with 
re wot to the Defendant INTERSTATE STORES, INC, being davoi4 


of cre: In December 1973, (b) The requirement that the 
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defendants, paving knowledge of these facts, not to disclose 
the same to selected individuals ete, who made Improper use 

thereof, (c) The requirament that the accountant LE |OESDORF 
promptiy disclose the information involved, | 

31, A Class Suit is proper herein under Rules 

23(b)(1)(B) and 23(b)(3) of the FRCP, This is sc because (a) The | 
prosecution of separate actions by individual members of the | 
Class would create a risk of adjudications with respect to | 


individual memoers of the Class which would, as 4 practical | 


matter be dispositive of the interests of the other Class 


{ 
Members not parties t« the adjudications or would betantially | * 
impalr or impede thelr ability to protect their Interests, 
(b)) The questions ~f law and fact common to the mencers of tie r 


Class predominate over any questions affect! »j ont» individual | 
members so that @ Ciass Action is superior to oshe, availabie 
remedies for tha falr and efficient adjudicatic~ of the contro- 
versy, in this connection it is not belleved that any other 


litigation has been brought with respeet to the Claims set 


forth herain, a Class Action is clearly manageablé and, if 
a notice Is required to be given herein to Class Members, 


Plaintiffs agree to bea: che cust of suéh notice, 


COUNT TWO 
32, Plaintiffs repeat and reallege the ellegetions 
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} 
| 
| 
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set forth in PARAGRAPHS ''3"', 5 at Pay es 
Hoe NN, PQ Pe SH Te pz ge agi uggu 
"20", "a2", "23", "25" and'26" of the foregoing Complaint as 
though fully set forth at length herein, 

33, Plaintiffs herein have purchased 4% CONVERTIBLE 
DEBENTURES OF INTERSTATE STORES, INCy, subsequent to the cut-off 
of normal credit terms by suppliers of merchandise to the 
Defendant INTERSTATE STORES, INC, The detalls of such purchases 


and sales are, as follows: 


NAME DATE FACE VALUE 
OF OF PURCHASE oF 


PLAINTIFF PURCHASE PRICE BONDS 


ROBERT G, MORRIS May 23, 1974 $512,50 $10,000 
EMPLOYEES PENSION 
TRUST 


ROBERT G, MORRIS Dec, 11, 1973 $625,00 $5,000 
EMPLOYEES PENSION 
| TRUST 


ROBERT G, MORRIS Dec, 11, 1973 $693.75 $5,000 
EMPLOYEES PENSION 

TRUST 

BABETTE KENT April 30, 1974 $326.49 $15,000 
JEROME KENT and April 30, 1974 $17,342.78 $135,000 
BABETTE KENT as 

jotnt tenants 


JERUME KENT April 30, 1974  §5,926,92 $50,000 


| MORRIS L. unknown at this unknown unknown 
JANOVITZ time but subséquent 


to Dec, 1973 
17 


NAI4E \7 FACE VAAL 


OF OF PURCHASE 
PLAINTIFF ee ee SURES wa | A (CE BORD > 
JEROME KENT May 3, 1974 $645.97 $3,000 
JEROME KENT May 6, 1974 $1,508.89 $7,000 
NAME DATE SALE FACE VALUE 
OF OF PRICE OF 
PLAINTIFF SALE BONDS 
JEROME KENT and = May 24, 1974 $6,123.58 $135,000 | 
BABETTE KENT 
as joint } 
tenants 
BABETTE KENT May 28, 1974 $562.48 $15,000 
MORRIS L, JANOVITZ unknown at this time Unknown at this etme 


34, Plaintiff JEROME KENT was a purchaser of 4% 


CONVERTIBLE SUBORDINATED DEBENTURES OF INTERSTATE STORES, INC, 


subsequent to December 1973, Neither > rty would have purchased 
these debentures had the material non-public Information relating 
to trade credit been known to them, 

35. The securities involved In this action are the 
aforesaid 4X CONVERTIBLE SUBORDINATED DEBENTURES OF [NTERSTATE 
STORES, INC, These are "Securities" as set forth in the 
Securities Acts of the United States, 


36, On informetion and belief, the result of the 


aforesald Improper disclosure of adverse information hes bean 
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the unjust enrichment of diverse persons and the severe loss 
to the Plaintiff MORRIS and the Members of the Class thet he 
represents, 

37. This is a Class Action and the following 


@re the required Class Action allegations: 


1, The Class consists of the persons, 
firms, corporations and associations who purchased the afore- 
said 4% CONVERTIBLE SUBORDINATED DEBENTURES of INTERSTATE 

| STORES, INC, from December 1973 until the Bankruptcy thereof 
In May 1973 without knowlege of the non-disclosure of material 
adverse information, 

2, The Class is believed to consist of 

| about One Thousand rersons, firms, corporations and/or 


atsociations, The Plaintiff MORRIS {s a Member of this Class, 


38, The Plaintiffs MORRIS and KENT are competent 


! to represent this Class, These Plaintiffs will engage to pay the 
cost of Class Notice if necessery, 
39, There ere questions of law and fect cormo) to 
the Class which Include (a) The fiduciary relationship between 
officers, directors and accountents to the General Public and 


to Convertible Debenture Holders, 


GOUNT THREE 


ho, Pletntiff_s reveat and Mealliege the allegations 
19 


set forth PARAGRAPHS ‘3, “2%, "3", MS, “9 4 


mye pa age, ie, ae, veN, NM, VION, Hig "20", 
wgyy, wgaw, wggy, "2b", “25%, “26, uggu wget, "2g", "30" 
and "31" of the foregoing Complaint as though fully set forth 
at length herein, 

ul, This Gourt acquires jurisdiction of this 
Count upon princ!ples of "pendent jurisdiction® since this is a 
substantia! and related claim to the claims for Securities Act 
violations, 

42, This Court also obtains jurisdiction of this 
Count pursuant to the diversity of citizenship of the parties 
hereto, | 

43. The amount In controversy, éxclusive of interes | 
and costk, with respect to the Plaintiffs herein, exceeds the 
sum of TEN THOUSAND ($10,00 +) DOLLARS, 

4k, This ts @ Count for conmon-law fraud and 
decwit in that the Defendants had knowledge of material facts, 
and failed to disclose these facts to the Plaintiffs end the 
Class that they reptesent, The Plaintiffs changed their 


position in reliance upon séld non=disélosure end the Defendants 


had a duty to disclosa sald facts, 


GOUNT FOUR 
4s, Plaintiffs repeat and reallege the allegations 
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set forth In PARAGRAPHS gr. wg? age. wll bel ng". nor. "ie". 
eqye. “qt wea "6", w16" ‘SF. #18", "49", "30" . 
"ar", "ar"; ui dae 25°), n26" “99: “on. "a5" ‘367 "37". 


eee aes , "4a" ond 4a’! of the foregoingComplaint 


sé Chowan tulle set forth =. t erg" nere’n, 


were REF OE PLAINTIFFS UVEMAND; 


i, Damages against the Defendants, Jointly 
and severally on Count ONE of the Complaint in the sum of 
TWENTY MILLION ($20,000,000) DOLLARS with interest and the 
costs and disbursements of this action, In behalf of Plaintiffs 
and the Class that they represent, 

2, Damages against the Defendants, jointly 


' and severally, on Count fWO of the Complaint, on behalf of the 


| Plaintiffs and the Class that they represent in the sum of 


"FIFTEEN MILLION ($15,000,000) DOLLARS together with Interest 


and the costs and disbursements of this action, 


F 3, Damages against the Defendants, jointly 

"and severally, In behalf of Plaintiffs and the Clesses that they 
represent, on Count THREE of the Complaint in the sum of 

\ THIRTY-FIVE MILLION ($35,000,000) DOLLARS together with Interest 


and the costs and disbursements of this action, 


4, Oamages ageinst the Defendants, jointly 


and severally, in behalf of Plaintiffs and the Class that they 
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represent on Count FQUK of the Complaint In the cum of 


and the costs and disbursements of this actlon, 


7 


THIRTY-FIVE MILLION ($35,000,000) DOLLARS together with interest | 


5, Punitive damages against the Defendants 


In the sum of "WE“TY MILLION ($20,000,000) DOLLARS in behalf of 


the Plalatiffs and - Classes that they represent, 

Dated: December 4, 1974 BADER and BADER 
Attorneys for Plaintiffs 

4 


. Walton Beder 
274 Madison Avenue 
New York, !. Y. 10016 
Tel, (212) LE 2-6860, 


AFFIRMATION OF Vv 
STATE OF +1 NEW YORK) 


$s,! 
COUNTY OF +: NEW YORK ) 


——————— 


1. WALTON BADER, a Member of the Bar of the state 
of ‘New York, pursuant to CPLR, hereby states under penalties 
of perjuty, that on December 4, 1974, } malled a copy of the 
oithin AMENDED COMPLAINT to MESSRS, PROSKAUER, ROSE, ET ALs 
300 Park Avenue, New York, N.Y. 10022) MESSRS, PARKER, CHAPIN 
and FLATTBU, 530 Fifth Avenue, Nev York, Ns Y. and to MESSRS. 
RUSIN, WACHTEL, ET AL,, 596 Madison Avenue, New, York, Nes 


Dated: December 4, 1974 A lag - | 
¢ Walton Bace 


an 


%% 


hi i @>s 
Lea's Fre 
U. & DIST reo ih uy 


UNITED STATES DISTRICL coOViT 
EASTERN DISTRICT OF NEW YORK 


SYLVIA SACKS an? BENJAMIN M, SACKS, : ‘P Civil BO | 
individually) as joint tenants, CONALD We (Judge Bruchhausen ) 
HAGELE, Individually and e+ represchnta- : | 
tives and Class Members of Stockholders of 

INTERSTATE STORES, INC. who purchased their : 

shares subsequent to Christmas 1973, 

ROBERT G. MORRIS, individually, ROBENT @G. : 

MORRIS, MARIKAY MORRIS and J. BRECK 

TOSTEVIN, as Trustees for ROJKKT G,. MORRIS 

DDS InC. EMPLOYENS PENSION TRUST, BABETTE 

KENT, individually, JEROM®: KENT and 

BABETTE KENT ae joint tenants, JEKOM, 

KENT, individually, and MORRIS L, JANOVITZ, ! 

individually and as representatives and NOTICE OF 

Class Members of Bondholders of INTEK- © : MOT LON 

STATE STORES, INC. who purchased their 

bond’ subsequent to Christmas 1973, and 

4n behalf of all other persons similarly 

situated and circumstanced, 


Plaintiffs, 
-against- 


INTERSTATE STORES, INC., BOL W. CANTOR, 
6.0. LEIDESDORF & COsy @ partneralilpy 
MERSHULAM RIKLIS, HERBERT B. SIEGEL, 
CHARLES P, Lazie'e, ALBERT PARKER, SAM J» 
ABEND, WALI'ER A. CRATG, SAMULL HAUS MAN, 

M. LESTER MENLELL, EDWARD C. SCHENKET. 
HAROLD J» SZOLD, ROBERT C, YAN TULL, bnd 
JOHN DOE" and "RICHARD ROE |, the namec 
JOHN DOE" and "RICHARD ROE’ be 
fictitious, the parties intended being 
those individuals, firms, corrforations and 
associations who obtained matsarial nome 
piotte information to the effect that in 
hristmas 1973 the said INTERSTATE STORES 
INC. was "devoid of credit and who eithet 
utilised this information for its own 
account or transmitted it to third 

arties who utilized this 4nformation 

or their own account, 


Defendants. 
BIRS: 
PLEASE TAKE NOTICK, that upon the amended complaint 
nerein,the undersigned will move this Oourt before HONORABLE 
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WALTER BRUCHHAUSEN, @ Judee of this Court 4... Court Reon 2, 


United States ( thous., Cadman Ylazo hast, Brooklyn, New York, 
on Fobruacy 1° e75 at 10:00 A.M, Or as soon thereafter as 
counsel can he heard, for an order pursuant to Kiles 12(b)*1) 
and .2(b)(6) or the Federal dules of Civil Procedure (1) dis- 


Wissiig the amended complaint herein by reasoh of its failure 
to meet the minimal pluading requirements of Rule 9(b) of the 
Federal Rilles of Civil Precedure: (11) dismiseirz the claims 
aasefted under Sections 1% and 15 of the Securities Exchange 
Act of 19°} for failure to stato a claim upon which ro lief 

can be granteu; (111) requiring plaintiffs to post a bond 
pursuant to Sections 9 and 18 of tho Securities Exchange Act of 
1934; and (iv) such cther and further relief ag thig Court may 
deem just and proper. 


Dated: Wew York, New Yory 
January 31, 1975 


PARKER, CHAPIN and FLATTAU 


4 a /) 


By 


“Att orne 
Sol We ant 
“ 530 Fifth A¥enud 
‘ (212) 986'7200 


TOC: BADE. AND HALLER 
pos pte for Plaintiffs 
274 Madison Avenue 
New York, New York 


PROSKAUER, ROSE, GOETZ & MENDELSOHN 
‘ttorneys for Nefendant 

S. D. Leidesdorf & Co. 

“00 Park Avenue 

New York, New York 10022 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF WEW YORK 


oe ee oe Ee Be ce ee oe Oe ee ee Oe Ee ee 8 Be ee ee ee a ee et ee oe ee ee ee 
‘ 


SYLVIA SACKS et. al. 
Plaintiffs 


civit ¢ 


74 Civil BLO 


‘ against 


i Judge Bruchhausen 
INTERSTATE STORES,INC. et. al. 
Defendants 


ut eee tee ee ee ee ee | a ae ee et 


AFFIDAVIT Ti OPPOSITION TO MOTION 
TO DISMISS VNDER RULE 12 
STATE OF NEW YORK 
COUNTY OF NEW YORK 
I.WALTON BADER, a member of the Bar of the State of 


|New York, hereby states the following under penalties of perjury. 


‘This 4écument has the force of an affidavit under the laws ef the | 


\State of New York. 
I am one of the attorneys for the plaintiffs herein and 


@mn fully familiar with the facts and circumstanocds of this dotion, | 
I make this affidavit in order t6 apprise the Court of 


\ the underlying facts on which this action 4s based, 


| { 
\ It 18 axiomatic, of course, that on a Motion to Dismisg 


{ 
u.der Rule 12 FRCP all of the sllegations of the Complaint are 
agamed to be true. However, in the event that thi@ Court should 


heel that more detail 4s required than is set forth in the Complairit 
t 


e Dlaintif’s respectfully requests leave to amend the Complaint 
set torth the additional detai “forth herein, 

In Chtistmas 1973 the trade credit of the defendant 

os 15 and 16 ofthe 


ae 


- 


‘nvefstate Storés, inc. was cut off. ‘PeragRaph 
25 


Amevilsj) Jomaccln. at thet the Jcfendant STEGEL was Financial Vicee 


Vyesident of 2 gecendsiat 'NISESTATE UTONGS,INC. and the defendant 
Cavan Chaleman or the £ st of Snucverrsate Stores ,Inc. 
ae Tavt,; of csePse,. was now to veth the de“endante: 
SISGEL and C'NTOR tCoblset admittrs. chis fact at a hearing at the | 
United States Mistriet Court for the Southern District of New | 
Yorx tefove Judge Cannelisa:, | 
‘ a Jaivunry W774 the volum> of sales of securities of 
duterstate Stores,ing. vas far In excess of the normal trading | 


volume, Thus, eiviousi:, the Information involved herein was 

- ' 
communicated to favored third puctivs. (This phase of the case, 
of course, has nov yet been developed since discovery has not yet 


been had. [t will  L. necessary to obtain from the New York Stock 


ea 
ei 


$ 


Exchange the complete transactiun ~ccords in Interstate Stores, Inc} 
iy Securities for January 1°74, It will then be necessary to discover 
who were the sellers of tnese cecnbities, It will then be necess 
to examine the sellers of these securities and determine their 
reasons for selling and the information that they had in their 
posses3icin which induced them to sell.) 

Avout tne same tine (1.e, about January 1973, parade 
_ Graph 21 of the Complaint), defendants CANTOR and SIEGEL knew that 
@ proposed merger of the defendant INTERSTATE and MeCRORY C ORP. 
(which merger had been hailed as the ssivation of INTERSTATE)would 
not tak> place because of the poor fingneial condition of the said) 
INTERSTATE, This information was alsc believed to be commutticated ) 
-9 the sellers of Interstate securities ih January 1974, 
INTERSTATE, under the directo of the defendants 
CANTOR and SIEGEL did not reveal the cut-off of crcdit of INTERSTAYE 
4: any reports filed with the SEC nor did the defendant INTERSTATE 
file an 3-K report with the SEC as would be requited with respect 


fo such information, Plaintiffs in this @ction are Class Represente- 


tod. 
facts in the forn 


Thus the Complaint 


4 


"ultimate ac 


o Dismiss snould 


tnvelved i6 coupleted 


A Bo 


ne 


T,.Walton bader 


i : ee —- + 
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| UNITS STATES DISTRICT CourRT |. ae f mD | 
|| EASTERN DISTRICT OF NEW YORK 


SYLVIA SACKS, et al., 


| Plaintiffs, 
{ -against- : No. 74 C 880 
INTERSTATS STORES, INC., et al., : June 23, 1975 
Defendants. FE f \ t: oy 
ee ee ee ee ee dee —< meat ' ae thE. NY 
a 4 
JUN 24 %3 
| MEMORANDUM 
\ TNE" 
PM. 


| 
| BRUCHHAUSEN, D. J. 
The defendants, by notice of motion move for 


| relief. 


an order dismissing the amended complaint among other | 
| 


This is an alleged class action to recover 
substantial damages for alleged violations of the security 
laws, rules and regulations togethet with common law 
fraud and deceit. | 

The Court has considered the amended pleading | 
| and concludes that it utterly fails to comply with Rule | 
9(b) of the Federal Rules of Civil Procedure, which directs 

| 
| 


that in fraud cases, the circumstances of the fraud shall 
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be stated with particularity. The amended complaint 
alleges nothing more thar é. wt spacelétion that the 
actions of the defendants constituted violations of the 
security laws, rules and regulations. Such allegations 
do not suffice. It is apparent from @ readin’ of the 
amended complaint that little investigstion or raseatch 
has been conducted prior to the filing of the pleadings. 
The law in this circuit is crystal Clear as 
to the particularity required in the pleadings in this 


typ: of action. See Segal v. Gordon, 467 F.2d 602(1972). 


That case leaves little to the imagination as to the 


sttict requireme:"s t’iat mist be followed in this type 
of euit. 

The Ccurt, after consideration of tne metm~ 
randa, argument, und applicable law, conciudes that the 
motion of che deferdants for dismissal of the amended 
complaint is in all respects granted. 

Submi° :tder on or before June 27, 1975. 

Copies hereof will be forwarded to the 


actorneys for the parties, 


| 
| 
| 


‘ 


| 
| 
| 


STATE OF NEWYORK ) 
1 
COUNTY OF RICHMOND ) 


RORERT BAILZY, being duly eworn, doposce and nays, that deponent nol e 


party tu the ection, ix over 18 years of age and resides ai 286 Kichmond Avenir, 
Staten Island, N.Y. 10302. Thaet um the) <tay of Lope > N9TS deponwnt 
served the within ( (~— : Upon let ride Maca. y 
| (DAAAY YA [CRE 
/ 


in this action, at UO } 


the address(es) designated by said attorney(s) for that purpose by depusiting |} true 
copies of same enclosed in s postpaid properly addressed wrapper, in an official 
depumtory under the exclusive care and custody of the United States post office 
department within the State of New York. 


ey day "Ne “t-ams 7a 
)3 day Li e-|_ 4 /\ 
jh “C2 WY 


} (Ot re, 
[’V ALA —Y 
WILLIAM BAILEY 
Notary Public, State of New York 
No, 4-0132945 
Qualified in Richmond Caunty 
Caommiseton bx pires March ‘4, 1976 


